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“Don't let the present overwhel m
your sense of the possibilities
of the future.”
. Ti mot hy Forbes

STOCK MARKET TI M NG DJI A: 8663.50 S & P 500: 916.07
During the secul ar bear market that began February 9, 1966 and continued through

August 12, 1982, there were four mgjor cyclical bear market bottons recorded by the
St andard and Poor’s 500 | ndex.

Magni t ude of

Bot t om Trailing P/E Next Advance Dur ati on
Oct. 7, 1966 13. 4 32. 4% 26 nont hs
May 6, 1970 13.6 66. 4% 32 nont hs
Cct. 3, 1974 7.3 75. 9% 21 nont hs
Aug. 12, 1982 7.3 65. 0% 15 nont hs

We focus our attention on the first three of these cyclical bear market bottons,
because they occurred within an ongoi ng secul ar bear market. Although the August 12,
1982 bottom was the |lowpoint for the final cyclical bear market of the 1966—1982
secul ar bear trend, it also marked the starting point for a new secular bull nmarket,
whi ch we do not consider a possibility in the current situation. In our view, the
probability of a new secular bull market beginning anytime soon is essentially zero,
given the fact we are only in the third year of the current secul ar bear megatrend.

Based on this analysis, we view the three cyclical bear nmarket bottoms that oc-
curred within the 1966—1982 secul ar bear market as nobst relevant to the current market
experience. As subscribers know, we believe the current secul ar bear market began in
the first quarter of year 2000. Therefore, any bear market bottons that occur going
forward for many years are expected to be cyclical bear market bottons within an on-
goi ng secul ar bear trend, as was the case with the first three bottons |isted above.

For secul ar megatrend skeptics, consider the fact that the Standard and Poor’s
500 I ndex reached its record closing high of 1527.46 in March of 2000. Now, nearly
30 nonths later, the index stands far below that |evel with no |likelihood of achiev-
ing significant new record highs anyti me soon based on any reasonabl e assessnent of
corporate earnings potential

Despite the difficulty the Standard and Poor’s 500 Index will have in reaching
new record hi ghs, we believe the ongoi ng secul ar nmegatrend we are now experi enci ng
will see a succession of cyclical bull and bear narkets | asting approxi nately one—+to—
three years each. In our view, the cyclical bull market periods offer the potential to
generate stock market gains for those savvy enough to invest their stock market cash
reserves at the right tinme. However, this strategy will also involve raising stock
mar ket cash reserves in the vicinity of cyclical bull market highs, since cyclica
bear markets are expected to follow cyclical bull markets with the overall market
as neasured by the Standard and Poor’s 500 |Index nmaking no maj or progress beyond the
record high recorded in March of year 2000.



STOCK MARKET TIM NC (continued from page 1)

Revi ewi ng the cyclical bull markets that occurred within the February 1966 to
August 1982 secul ar bear negatrend, the gains ranged from 32.4%to 75.9% for a median
advance of 54.2% In all cases, the duration was within a range of one—to—three years.

Regar di ng val uation, we do not believe it is absolutely necessary for the trailing
price/earnings ratio to return to the 7.3 to 13.6 range that prevailed at all of the
cyclical bear market bottons during the 1966—1982 secul ar bear market. However, current
mar ket val uations remai n extended based on historical conparison, regardl ess of which
nunbers are used. Here is a | ook at valuation conpari sons we consider relevant:

Dat e Price/ Earni ngs Ratio Commrent

Cct. 7, 1966 13.4 cyclical bear market bottom

May 6, 1970 13.6 cyclical bear market bottom

Cct. 3, 1974 7.3 cyclical bear market bottom

Aug. 12, 1982 7.3 cyclical bear market bottom and

secul ar bear market bottom

July 23, 2002(| owto—date) 23.9 based on 2001 operating earnings
July 23, 2002(| owto—date) 18.9 based on 2002 est. oper. earnings
July 23, 2002(| owto—date) 21.5 * based on 2002 est. GAAP earni ngs
Sept. 2, 2002 27.4 based on 2001 operating earnings
Sept. 2, 2002 21.7 based on 2002 est. oper. earnings
Sept. 2, 2002 24.7 * based on 2002 est. GAAP earni ngs

*  GAAP earnings are based on generally accepted accounting principles and include al
charges except those from di sconti nued operations and sonme extraordinary itens.

These val uation conparisons are especially relevant within the context of the
current Marketiner econonic outlook. We anticipate real gross donmestic product growh
for cal endar year 2002 will be within a range of 2% to 2.5% So far, for the first—half
of the year, the nunber is running at a 3% annual rate. However, this nunber has been
hel ped by the large reduction in inventory levels that pushed the first quarter growh
rate to 5% The second quarter growth rate receded to 1.1%

Not hi ng has happened during the | ast nonth to change our econonic and corporate
earnings forecast. W continue to estimte Standard and Poor’s 500 I ndex operating
earnings for cal endar year 2002 of $42.20, well below Wall Street expectations. Qur
cal endar year 2003 operating earnings estimate remains at $47.10, also well bel ow WAl
Street forecasts. Our GAAP estimates for 2002 and 2003 are $37.20 and $42.10.

We believe many corporations will take earnings haircuts going forward as over-
optim stic pension fund return assunptions cone back to reality. Also, we believe the
tendency of corporate chieftains to wite—eff operating | osses as ex-
penses wi |l conme under increased scrutiny fromthe chastened accounting profession,
which will have the effect of further restraining corporate earnings growh.

Recent discl osures of corporate mal feasance have surely damaged i nvestor confidence.
We find ourselves in agreement with Wall Street sage Peter Bernstein, author of Against
The Gods, The Remarkable Story of Risk, who recently observed “The nmagnificent achieve-
ments of the Anerican econony fromthe end of 1978 to the mid-1990's have been besm rched
by the greed of nmlefactors who spat upon the altar of maxi m zi ng sharehol der val ue. As
a result, many of the acconplishnments of the past twenty years are now i n danger of
bei ng di scarded or distorted beyond recognition.”
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In our view, the econony renains in a state of suspended ani mati on. The Federa
Reserve has been “pushing on a string” as they have driven the real cost of short—
termnoney to the zero |l evel. However, with the exception of nortgage | ending, bor-
rowers remain reluctant to increase their debt |oads. Corporate chieftains are nore
interested in conserving their financial resources than enbarking on risky new en-
deavors. There is very little reason for conpanies to adopt aggressive business plans
that involve new plant and equi pnent. Furthernore, the |abor situation renains ten-
uous with job growth anemc so far in 2002.

I nvestors have remmi ned transfixed on “m ssing the botton’ even though severa
previ ous "bottons" proclaimed by Wall Street gurus have been wi t hout substance.
Mar keti mer remains focused on working to identify a true cyclical bear market bottom
that has the potential to open the door to a sustainable uptrend with najor potentia
over a period of one—to—three years. In our view, nore patience will be needed to
get through this difficult stock market period. However, this cyclical bear narket
is getting older, and eventually conditions will change. W continue to believe that
a new cyclical bull market buy signal will develop either later this year or during
the first—half of 2003.

We are maintaining our hold rating on Nasdag 100 (QQQ shares in anticipation
of much higher prices for the shares in the next cyclical bull market. We al so con-
tinue to recommend hol ding stock market cash reserves until our |ong—term stock market
timng nmodel returns to a fully invested position. Subscribers may visit our website
at www. bobbrinker.comto check the bulletin page on a regular basis as any mgjor
change in our recomrendations will appear there first if the change occurs between
mont hly newsl etter editions. Al so, when our next buy signal occurs, we wll post
our nodel portfolio recommendati ons for nodels one, two, three and active/ passive
for subscribers at the website in addition to mailing the informtion.

FEDERAL RESERVE UPDATE

The Federal Reserve remmi ns accommodative. The nmonetary base shows real year—
over—year growh of 7.6% versus 10.3% | ast nmonth. The growth of M1, which consists
primarily of currency in circul ati on and demand deposits, has been di sappointing.
M-+ has risen only 2.1%in real terns year—ever—year, down from 3.7% | ast nonth.

The broader M2 nonetary aggregate shows real year—ever—year growh of 6% the sanme
per centage change recorded | ast nonth.

Table A
Latest Monthly Data
(Billions)
Y-OY Real Y-O Y*

August 2002 August 2001 Changes Changes
Monet ary Base $ 686.4 $ 629.4 + 9.1% + 7.6%
M $ 1,183.9 $ 1,142.5 + 3.6% + 2.1%
M2 $ 5,686.4 $ 5,287.8 + 7.5% + 6.0%

* Real changes year—ever—year, adjusted for consuner price index increase of 1.5%
for the 12—onth period through 7—31-902.

The Federal Open Market Committee |left rates unchanged at their August neeting,
however they changed the bias statenment to reflect their perception that there is
ri sk of further econoni ¢ weakness going forward. Short—termrates remain at 40—year
lows, with the federal funds rate at 1.75% and the discount rate at 1.25% Adjusted
for inflation, short—+termrates are essentially at the zero | evel.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV.” SIZE % Totd Return $1000 INV. EST.® TEL. ANN.” PRICE
FUND OBJ. MIL.$ 97 98 99 00 01 02 1-1-97= YD. SWCH EXP. 8-31-02
(8-31)
Baron Growth Fund G $ 856 311 01 447 (46) 127 (82 $1874 0.0% # 1.40% 28.17
767 Fifth Avenue BGRFX
49" Floor
New York, NY 10153
800-992-2766
Baron Small Cap Fund CGA $710 - 22 708 (175) 52 (6.8) - 0.0% # 1.39% 14.17
767 Fifth Avenue BSCFX
49" Floor
New York, NY 10153
800-992-2766
Gabdlli Asset Fund G $ 1668 381 159 285 (24 02 (139 $1732 0.0% Yes 137% 28.39
One Corporate Center GABAX
Rye, NY 10580
800-422-3554
TIAA/CREF Equity Index Russell$ 116 - - - - (11.6) (188) --- 1.0% Yes 0.26% 6.54
730 Third Avenue 3000
New York, NY 10017 TCEIX
800-223-1200
TIAA/CREF Growth& Income G&| $514 - 305 245 (7.3) (134) (209) --- 1.0% Yes 0.43% 9.50
730 Third Avenue TIGIX

New York, NY 10017
800-223-1200

*  Investment Objective Codes: CGA = Capita Gains Aggressive; G = Growth; G&I = Growth & Income

a) Estimated annual yield represents approximate investment income for last 12-months expressed as percentage of fund assets.
b) Annual expense ratio reflects investment advisory fees and other expenses expressed as percentage of total fund assets.

# Telephone redemption available.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV." SIZE % Total Return $1000INV. EST.2 TEL. ANNP  PRICE
FUND OBJ. MILS$ '97 '98 '99 '00 01 ‘02 1-1.97= YD. SWCHEXP.  08-31-02
(8-31)
Dodge & Cox Stock G& $11650 284 54 202 163 93 (82 $1898 17% # 0.55% 91.45

1 Sansome S (35th H.) DODGX
San Francisco,CA 94104
800-621-3979

Dodge & Cox Baanced G&l $7041 21.2 6.7 120 151 100 (300 $1779 31% # 053% 62.46
1 Sansome St. (35th Fl.) DODBX
San Francisco,CA 94104

800-621-3979

Vanguard Calvert Socia Social $89 (9.0 (141 (224 -- 08% Yes 0.25% 6.02
Index Fund Index

P.O. Box 2600 VCSIX

Valey Forge, Pa 19482

800-662-2739

Schwab 1000 (R) G $ 3448 31.9 271 210 (82 (123) (185 $1331 1.1% Yes 0.46% 26.05
101 Montgomery St. SNXFX

San Francisco, CA 94101
800-266-5623

Vanguard Index 500 S&P  $58545 332 286 211 (91 (1200 (19.3) $1339 15% No 0.18% 84.83
P.O. Box 2600 500

Valey Forge, Pa 19482 VFINX

800-662-2739

Note: Neuberger & Berman Focus Fund has been deleted from coverage.
R) 0.50% redemption fee on shares held less than six months.
Marketimer iswritten and published monthly by Robert J. Brinker Investment Advisory Services, Limited. All rightsreserved. Although theinformation in this newdetter is based on sources which are believed to berdliable,

accuracy cannot be guaranteed. All opinions and estimates included herein constitute our judgement as of this date and are subject to change. Thisreport isfor information purposes only. M arketimer employees may from
timeto timeinvest in securities mentioned herein. Copyright & 2002.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV." SIZE

FUND OBJ. MILS$
Vanguard Index (X) Index $ 2622
Extended Market Portfolio  vexmx
P.O. Box 2600
Valey Forge, Pa 19482
800-662-2739
Vanguard Index (x) Russell $ 3032
Small Cap Stock Portfolio 2000
(address/phone above) NAESX
Vanguard Index Total Wilshire $ 14077
Stock Market Portfolio 5000
(address/phone above) VTSMX
Vanguard International Non $4970
Growth Portfolio USA
(address/phone above) VWIGX
Rowe Price European Europe $ 704
100 East Pratt St. PRESX
Baltimore, MD 21202
800-638-5660
Longleaf Partner’sInt’| Int'l  $907
6410 Poplar Ave. Growth
Suite 900 LLINX
Memphis, TN 38119
800-445-9469
Rydex OTC Fund CGA $661
6116 Executive Blvd. RYOCX
Suite 400

Bethesda, MD 20852
800-820-0888

% Total Return

$1000 INV.

'97

26.7

24.6

31.0

4.1

17.0

21.9

'98

8.3

(2.6)

23.3

16.9

25.8

86.5

'99
36.2

231

23.8

26.3

19.7

24.4

00 01
(155) (9.2)

27 31
(10.6) (11.0)
(8.6)

(18.9)

(6.7 (20.7)

259 105

100.6 (37.8) (34.7)

x) Vanguard Index Extended and Small Cap funds charge purchase fees of 0.5% or lessto defray expenses of broad diversification;
annud expense ratios on these funds are extraordinarily low.

#) telephoneredemption available

‘02 1-1-97=
(8-31)
(16.9) $1192

(18.8) $1217

(18.4) $1298

(13.6) $984

(16.5) $1088

(11.3) -

(40.6) $1100

EST.2 TEL. ANN.P PRICE
YD. SWCH EXP. 8-31-02
11% No  0.25% 19.19
1.4% No  0.24% 16.10
1.4% No  0.20% 20.87
1.8% Yes 0.52% 12.97
27% Yes 1.01% 13.37
1.1% # 1.79% 10.95
00% Yes 1.15% 6.56



FEDERAL RESERVE UPDATE (continued from page 3)

The FOMC nmeets again Septenmber 24 and all signs point to continued econom c stag-
nation, with little change in real GDP likely during the third quarter. This cones
on the heels of second quarter real GDP growth of only 1.1% and ongoing nonthly new
jobs figures that remain far bel ow the 150,000 nonthly average required to absorb new
entries into the | abor market. While it is possible the Fed will |eave rates unchanged
at the Septenmber 24 FOMC neeting, it is conceivable they could decide to reduce rates
by 0.25%if they becone nore concerned about the direction the econony is taking.
The recent change in the Federal Reserve’ s econom c bias statenent denonstrates that
the economy has not responded to the eleven rate cuts inplemented during 2001 despite
the fact that Federal Reserve monetary policy has remined highly acconmopdati ve.

| NTEREST RATES / FI XED- | NCOME SECURI Tl ES

Mar ketinmer’'s fixed—ncone recomendati ons have a current average yield of 4.67%
an average maturity of 4.3 years and an average duration of 2.9. Duration is the
wei ghted average of the tinmes that interest paynents and the final return of principle
are received. The academic rule of thunb is that the percentage change in the price
of a bond or bond fund is the duration nultiplied by the change in interest rates.
Applying duration to the Vanguard G nnie Mae Fund, the fund s current duration of 2.8
suggests that a one percent increase in corresponding interest rates would result in
an estimted 2.8%decline in the fund' s net asset val ue.

Fund Wei ghti ng Yield Avg. Mat. Dur ati on
Vanguard Fi xed—+ncone Short—Term Federal (VSGBX) 25% 2.85% 2.6 2.1
Vanguard G nnie Mae Fund (800—662—%447) (VFI1X) 50% 5.09% 3.2 2.8
Dodge & Cox I ncone Fund (800—621-3979) (DODI X) 25% 5.64%8.2 4.0

For subscribers who prefer to keep their fixed—ncone nonies at Vanguard, a
substitute for Dodge & Cox Income Fund is Vanguard Inflation Protection Securities
Fund (VIPSX). This fund has a current base yield of 2.27% plus inflation adjustnents
based on the consuner price index which are paid quarterly.

Qur favorite noney market funds are Vanguard Prinme Money Market with a current
yield of 1.53% and for tax—exenpt objectives, Vanguard Tax—Exenpt Mney Market, with
a current yield of 1.31% For tax—exenpt investnent income, we |like state genera
obligation bonds with maturities in the 10—+to0—2 year range.

ACTI VE/ PASSI VE PORTFCLI O

This portfolio is designed for | ong—term no—oad fund i nvestnent ainmed at broad
di versification, tax—efficiency, |ow-expenses and risk managenent. The portfolio cur-
rently holds 65%in stock market cash reserves, 25%in Vanguard Total Stock Market
I ndex, 5% in T. Rowe Price European or Vanguard European |Index, and 5% in Vanguard
I nternational G ow h.

I NDI VI DUAL | SSUES

In order to limt specific stock risk, exposure to any one conpany stock shoul d
not exceed 4% The followi ng issues are currently rated hol d:

| SSUES Bet a Exchange Synbol 9-02 Price Est. earnings per share
M crosoft 1.27 Nasdaq MSFT 49. 08 1.90 (6-03) 2.15 (6-04)
Vodaf one/ Ai r Touch 1.10 NYSE VOD 16. 00 0.81 (3-03) 0.84 (3-04)
S&P Dep. Receipts 1.00 ANMEX SPY 91.78 4.22 (2002) 4.71 (2003)
Total Market VIPERs 1.03 ANVEX VTI 85.71 n/a

DJI A Di anonds 0. 97 AMEX Dl A 86. 52 4.95 (2002) 5.75 (2003)
Nasdaq 100 I ndex 1.67 AMEX QR 23. 49 *

* Marketinmer estimates the forty-largest profitable conpanies in the Nasdag 100 | ndex are
trading at a weighted average multiple of 35.7 tinmes projected 2002 earni ngs. These
conpani es account for about 75% of tbe Nasdag 100 | ndex capitalization
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MARKETIMER NO-LOAD MUTUAL FUND MODEL PORTFOLIOS

The Marketimer no-load model portfolios are designed to provide investors seeking aggressive, growth and balanced objectives with
astrategic approach to investing in no-load funds over the long-term.

Model Portfolio | is designed for investors with aggressive growth investment objectives. Such investors seek maximum returns and
arewilling and able to accept high levels of risk and volatility. Currentincomeis not afactor in this portfolio.

Model Portfolio Il isdesigned for investors with long-term growth objectives. Such investors seek to enhance the value of capital
over time and assume areasonable level of diversified market risk. Current income is not an important factor.

Model Portfolio 111 is designed as a balanced portfolio for current investment income along with capital preservation and modest
growth. The portfolio is allocated evenly between equities and fixed-income securities. This portfolio is best suited to investors nearing or
aready enjoying aretirement lifestyle.

MARKETIMER MODEL PORTFOLIO | ($20,000 value on 1-1-88)
Current Holdings Symbol % Beta Vaue  831-02 % Change
Baron Growth BGRFX 05 1.00 $ 4,403
Baron Small Cap. BSCFX 05 105 3,630
Rowe Price European PRESX 05 0.69 2,424
Vanguard Int’l. Growth VWIGX 05 0.70 2,050
TIAA/CREF Equity Index TCEIX 15 1.02 13,544
Money Market 65 0.00 102.043
100% 033 $ 128,094 + 540%
MARKETIMER MODEL PORTFOLIO Il ($20,000 value on 1-1-88)
Current Holdings Symbol % Beta Vaue 831-02 % Change
Gabelli Asset Fund GABAX 05 0.74 $ 3,668
Rowe Price European PRESX 05 0.69 2,705
Dodge & Cox Stock Fund DODGX 05 0.60 4,542
Vanguard Int’'l. Growth VWIGX 05 0.70 2,083
TIAA/CREF Equity Index TCEIX 15 1.02 9,605
Money Market 65 0.00 82,474
100% 029 $ 105,077 + 425%
MARKETIMER MODEL PORTFOLIO Ill ($40,000 value on 3-1-90)
Current Holdings Symbol % Beta Vaue  831-02 % Change
Vanguard Short-Term Federal VSGBX 2 0.00 $ 29,103
Vanguard Ginnie Mae Fund VFIIX 25 0.00 33,283
Rowe Price European PRESX 025 0.69 2,104
Dodge & Cox Stock Fund DODGX 05 0.60 8,741
TIAA/CREF Growth & Income TIGIX 075 1.02 7,567
Vanguard Int’l. Growth VWIGX 02.5 0.70 1,797
Money Market 325 0.00 39,641
100% 014 $ 122,236 + 206%

HOW TO SUBSCRIBE TO BOB BRINKER'SMARKETIMER

NAME

ADDRESS

CITY / STATE/ ZIP

Make check or money order payable to Marketimer and send to: Marketimer
410 Saw Mill River Road
Suite 2060

One-year subscription: $185 (overseas subscribers add $10) Ardsley, NY 10502



